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1. (C) VENEZUELAN PRESIDENT HUGO CHAVEZ IS 
STRONGER THAN AT ANY PERIOD SINCE DECEMBER 2001 

WHEN MASSIVE PROTESTS AGAINST HIS GOVERNMENT 
BEGAN. THE POLITICAL OPPOSITION IS DIVIDED, 
WEAK, AND FRACTIOUS; AND HIS ECONOMIC OPPOSITION 
IN THE PRIVATE SECTOR IS ON THE VERGE OF 
BANKRUPTCY AND NEEDS TO TOE THE LINE IN ORDER TO 
GET ACCESS TO FOREIGN EXCHANGE. CHAVEZ'S 
POPULARITY HAS AT THE VERY LEAST HELD CONSTANT 
AND ACCORDING TO SOME POLLS IS GROWING, HE HAS 
CONSOLIDATED HIS POLITICAL CONTROL OF THE ARMED 
FORCES, AND HIS MAJORITY IN THE ASSEMBLY IS SLIM 
BUT HOLDING. IN SHORT THE CORRELATION OF FORCES 
HAS SHIFTED AND WITH IT CHAVEZ'S WILLINGNESS TO 
NEGOTIATE ANY SORT OF POLITICAL AGREEMENT WITH 
THE OPPOSITION. 


2.(C) DURING CONVERSATIONS WITH 

OVER 
THE LAST 10 DAYS, IT IS CLEAR THAT CHAVEZ HAS 
SWITCHED THE GAME PLAN: 
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-- THEY NOW REJECT THE PRE-AGREEMENT THAT RANGEL 
AND CHAVEZ'S CLOSEST ADVISORS HAD CAREFULLY 
NEGOTIATED AFTER CLEARING EACH STEP WITH CHAVEZ 
HIMSELF. 


-- THE GOV NOW CALLS THE OPPOSITION NEGOTIATORS 
WITH WHOM THEY HAVE SPENT THE LAST SIX MONTHS 
NEGOTIATING TO BE UNREPRESENTATIVE OF THE 
OPPOSITION AND "GOLPISTAS." 


-- THE NEGOTIATING TABLE SHOULD NOW BE DISBANDED 

AND OAS SECGEN GAVIRIA SENT BACK TO DC. IN ITS 
PLACE THERE SHOULD BE DIALOGUE IN THE NATIONAL 
ASSEMBLY. 


-- THE ECONOMY IS CRASHING (DUE TO CHAVEZ'S 
DISASTROUS ECONOMIC POLICIES), BUT IF THERE IS A 
SOCIAL EXPLOSION HE WILL BLAME THE PRIVATE SECTOR 
AND THE MEDIA WHOM HE HAS ALREADY BEGUN TO ACCUSE 
OF PLOTTING A "THIRD COUP." THE "FIRST" COUP WAS 
THE FAILED APRIL 2002 MILITARY COUP. THE 
"SECOND" COUP WAS THE DECEMBER-FEBRUARY ECONOMIC 
COUP. THE COMING ONE IS A "SOCIAL COUP." 


THE NEW GAME PLAN IS DELAY ANY ELECTION AS LONG 
AS POSSIBLE, TO SPLIT THE OPPOSITION, AND TO MAKE 
THE PRIVATE SECTOR SUBMISSIVE. 


3.(C) WHY DELAY? IF A RECALL REFERENDUM OCCURS 
AFTER AUGUST 2004, CHAVEZ WOULD NOT BE REPLACED 
THROUGH NEW ELECTIONS BUT BY HIS VICE PRESIDENT, 
AND HE WOULD PRESUMABLY CONTINUE TO CONTROL THE 
GOVERNMENT. GUBERNATORIAL AND MAYORAL ELECTIONS 
ARE DUE TO OCCUR IN JULY 2004 IN ANY CASE. MVR 
INSIDERS BELIEVE THAT IF THEY CAN ONLY GET TO 
JANUARY 2004, THE OPPOSITION PARTIES WILL LOSE 
INTEREST IN A REFERENDUM AND FOCUS ON THE JULY 
2004 ELECTIONS. 


3.(C) CNE FOOT DRAGGING. THE FIRST STEP FOR ANY 
ELECTIONS IS FOR A NEW NATIONAL ELECTORAL COUNCIL 
TO BE SELECTED. DEPUTIES ON BOTH SIDES OF THE 
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AISLE ARE WRANGLING AMONG THEMSELVES AND ACROSS 
THE AISLE. WITHOUT ANY CHAVISTA MANIPULATION, 
THE PROCESS CAN BE EXPECTED TO DRAG OUT. THEN 
ONCE THE NEW CNE IS INSTALLED, 

I? WILL TAKE SIX Bl 
MONTHS FOR THE NEW CNE TO ORGANIZE ITSELF AND A 
YEAR TO SCRUB THE ELECTORAL REGISTRY BEFORE AN 
ELECTION CAN BE HELD. WHILE THESE DECISIONS WILL 
BE MADE BY THE NEW CNE ITSELF, 


IS OMINOUS. 
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AND A RECALL IN LATE 2003 OR EARLY 2004 BECOMES 
INEVITABLE, THE CHAVISTA MAJORITY IN THE ASSEMBLY 
WILL AMEND THE CONSTITUTION (SIMPLE MAJORITY 
NEEDED) TO CALL FOR GENERAL ELECTIONS. THE GAME 
THEN GOES BACK TO THE CNE TO ORGANIZE FIRST A 
REFERENDUM TO APPROVE THE AMENDMENT AND THEN TO 
ORGANIZE GENERAL ELECTIONS FOR EVERY OFFICE FROM 
CITY COUNCIL TO PRESIDENT. 


5.(C) THIS IS CHAVEZ'S EASIEST TASK. CENTRIFUGAL 
FORCES ARE PULLING APART THE VARIOUS PARTS OF THE 
OPPOSITION WHO DON'T SHARE MUCH BEYOND THEIR 
OPPOSITION TO CHAVEZ. THERE IS IN FACT NOT ONE 
OPPOSITION, BUT MANY OPPOSITIONS - A HOST OF 
SMALL PARTIES WHOSE LEADERS AND EXECUTIVE 
COMMITTEES JEALOUSLY GUARD PARTY SYMBOLS, COLORS 
AND QUOTAS OF POWER. SOME ARE FIGHTING TO 
MAXIMIZE THE NUMBER OF SEATS EACH GETS ON THE 
CNE, LEADERS ARE POSITIONING THEMSELVES TO RUN 
AGAINST CHAVEZ, THEREBY PUTTING THE CART BEFORE 
THE HORSE, AND SOME WANT TO ENSURE THAT THEY DO 
NOTHING TO HARM THEIR PARTIES' CHANCES IN THE 
2004 GUBERNATORIAL AND MAYORAL ELECTIONS. Bl 





6.(C) CHAVEZ'S EXCHANGE AND PRICE CONTROL REGIMES 
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ARE ILLOGICAL FROM AN ECONOMIC PERSPECTIVE, BUT 
MAKE PERFECT SENSE POLITICALLY. ECONOMIC GROWTH 

PER SE IS NOT HIS GOAL. RATHER HE WANTS TO 
BANKRUPT THE WORST OFFENDERS (POLAR, ALFONZO 
RIVAS, AND CISNEROS) OR AT LEAST DRIVE THEM OUT 
OF THE COUNTRY AND MAKE THE REST OF THE DOMESTIC 
PRIVATE SECTOR SUBMISSIVE. IF THEY WANT FOREIGN 
EXCHANGE TO IMPORT PRODUCTS, IF THEY WANT 
SPECIFIC ITEMS UNDER PRICE CONTROL TO BE MOVED 
OFF THE LIST OR HAVE THE PRICE INCREASED, IF THEY 
NEED PHYTOSANITARY CERTIFICATES, THEY HAD BETTER 
TOE THE LINE. SOME ARE ALREADY JOINING A GOV 
ALTERNATIVE TO FEDECAMARAS. MEMBERSHIP IN THE 
NEW EMPREVEN IS A PREREQUISITE FOR BIDDING ON 
GOVERNMENT CONTRACTS. 


7.(C) AS FOR THE INTERNATIONAL PRIVATE SECTOR, 
CHAVEZ WANTS THEIR INVESTMENTS SO LONG AS THEY 
STAY OUT OF VENEZUELAN POLITICS. WITH NO SYSTEMS 
IN PLACE AND NONE ON THE HORIZON, ALL DECISIONS 
ARE MADE BY CHAVEZ HIMSELF -- AND ARE CAPRICIOUS. 
THE MODEL APPEARS TO BE THE LONG LINES OF CEOS, 
MOVIE STARS, AND POLITICIANS SEEKING AUDIENCES 
WITH FIDEL CASTRO TO PETITION HIM FOR FAVORS. 
HERE THEY NEED CHAVEZ FOR ACCESS TO FOREIGN 
EXCHANGE, FOR ENERGY CONCESSIONS, AND FOR 


CONTRACTS WITH THE GOV. 
Bl 





8.(C) CHAVEZ WAS DEMOCRATICALLY ELECTED AND THUS 
FAR HAS FOLLOWED HIS OWN CONSTITUTION CAREFULLY 

ENOUGH THAT NO NATION OR INTERNATIONAL BODY HAS 

BEEN WILLING THUS FAR TO CENSURE HIM. BUT WHILE 
VENEZUELA HAS SOME OF THE FORMS OF DEMOCRACY, IT 
IS NOT A LIBERAL DEMOCRACY BUT RATHER AN 


ILLIBERAL DEMOCRACY. Bl 
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ERMS. THE IOCS ARE NOT HAPPY WITH THE 
HYDROCARBONS LAW BUT ARE WILLING TO INVEST MONEY 
IN PROJECTS WHERE THEY BELIEVE THEY CAN GET A 
FAIR RETURN. 





OUTSIDE THE ENERGY SECTOR, SERIOUS 
COMMERCIAL INTERESTS ARE AT RISK AS U.S. EXPORTS 
PLUMMET FROM $5.7 BILLION IN 2001, TO $4.9 
BILLION IN 2002, TO A LEVEL PERHAPS BETWEEN $3.0 
AND $3.3 BILLION THIS YEAR. 
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10.(C) POLITICAL. OUR GOAL REMAINS A NEGOTIATED, 
DEMOCRATIC, CONSTITUTIONAL, ELECTORAL SOLUTION. 


THE CNE AS SOON AS POSSIBLE AND SUPPORT GAVIRIA'S 
LAST-DITCH EFFORTS TO GET A POLITICAL AGREEMENT 
SIGNED. 


-- WE MUST CONSULT CAREFULLY WITH THE GROUP OF 

FRIENDS AND OTHER INTERESTED COUNTRIES (PERU, 

CANADA, ARGENTINA, AND COLOMBIA). IF NO 

AGREEMENT IS SIGNED BY THE TIME THE FRIENDS MEET 

ON THE MARGINS OF THE MAY 25 ARGENTINE 
INAUGURATION, THEY MUST FINALLY CALL THE GOV TO 

TASK FOR NEGOTIATING IN BAD FAITH. 
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-- IF THERE IS NO PROGRESS BY THE OASGA, THE 
FRIENDS FOREIGN MINISTERS SHOULD CALL FOR AN 
URGENT REVIEW OF THE VENEZUELAN SITUATION IN 
LIGHT OF RESOLUTION 833. 


11.(C) ECONOMIC. WE MUST PRESS HARD SO THAT OUR 
COMPANIES RECEIVE FOREIGN EXCHANGE FOR PRODUCTS 
THAT HAVE ALREADY BEEN SHIPPED TO VENEZUELA AND 
FOR FUTURE SALES AS WELL. 


-- THE CURRENT NON-SYSTEM IS PROBABLY ILLEGAL 
UNDER VENEZUELAN LAW AND IS CERTAINLY CONTRARY TO 
VENEZUELA'S WTO OBLIGATIONS. WE MUST CALL THEM 
TO TASK. 


Bl 


-- ORGANIZE A JOINT G-7 DEMARCHE Bl 
AND POSSIBLY A JOINT NAFTA DEMARCHE. 


12.(C) WE MUST NOT DELUDE OURSELVES ABOUT THE 
EXTENT OF OUR LEVERAGE HERE. CHAVEZ IS FUNDING 
HIS BOLIVARIAN REVOLUTION WITH THE PROCEEDS FROM 
THE VENEZUELAN PETROLEUM INDUSTRY AND OUTSIDE 
PRESSURE IS UNLIKELY TO PRODUCE GREAT RESULTS. 
THE BIGGEST PRESSURE IS THE THREAT OF SOCIAL 
UNREST. AS THE ECONOMY GRINDS DOWN AND THE FOOD 
DISTRIBUTION CHAIN BREAKS, THE CHANCES OF SOME 
UNPREDICTED EVENT SERVING AS THE CATALYST FOR 
SUSTAINED SOCIAL UNREST INCREASES. 
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